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EURO PMIS: ITALY JOINS PERIPHERY CHARGE 

Berenberg Macro Flash 

The Eurozone’s economic recovery slowed in June, but two trends were confirmed: first, domestic demand is 
faring better than exports and, second, the periphery is catching up with and even overtaking the core of the Eu-
rozone. 
 
The composite output PMI declined to 52.8 in June from 53.5 in May. Despite this decline, the second quarter was still 
modestly stronger than the first, with the average composite output edging up from 53.1 to 53.4. That improvement was 
driven by the more domestic-oriented services sector, while the export-dependent manufacturing sector declined. It high-
lights that although the overall speed remained modest, the recovery has broadened from exports to domestic demand. 
Easing austerity, fading uncertainty and very accommodative monetary policy are gradually gaining traction. 
 
Italy is catching up with Spain and Ireland, which have been among the top performers in the Eurozone for some time. 
Italy’s services PMI jumped to 53.9 in June and the composite to 54.2, both indicating significant growth. Italy’s manufac-
turing sector sentiment had eased a little in June, but at 52.6 had also remained ahead of the Eurozone average. The new 
Prime Minister Renzi has a strong mandate after the European elections and has delivered a few more reforms already. He is 
credibly promising more, putting Italy more firmly amidst the reform countries which have benefitted most from the recov-
ery so far. As an added bonus, Italy’s fiscal position is much better than in Ireland and Spain, which still have ample home-
work to do to bring deficits in line with European rules. 
 
The performance of the reform countries Italy, Spain and Ireland (as well as Portugal and Greece) contrasts favourably 
with reform laggard France. France’s services PMI fell to 48.2 in June, indicating stagnation or modest contraction and 
confirming the underperformance in other sentiment indicators such as the EU Commission’s survey. Elsewhere in the core 
of the Eurozone, Germany reported softer PMIs in June as well, but with the services PMI at 54.6, domestic demand was 
still doing significantly better than the Eurozone average. Improving data in important export markets such as China and the 
US should help German growth in quarters to come, although geopolitical risks such as the situation in Ukraine and Russia 
could continue to weigh on sentiment. The ECB’s latest policy easing should help confidence across the Eurozone, alt-
hough its impact could be most significant in the periphery if it helps overcoming credit supply issues in combination with 
the completion of the asset quality review. 
 
Services PMI 
 
 
Index level JUN MAY APR MAR FEB JAN 

Eurozone 52.8 53.2 53.1 52.2 52.6 51.6 

Italy 53.9 51.6 51.1 49.5 52.9 49.4 

Spain 54.8 55.7 56.5 54.0 53.7 54.9 

Germany 54.6 56.0 54.7 53.0 55.9 53.1 

France 48.2 49.1 50.4 51.5 47.2 48.9 

Ireland 62.6 61.7 61.9 60.7 57.5 61.5 

Eurozone Comp. 52.8 53.5 54.0 53.1 53.3 52.9 
 
Source: Markit 
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This message has been produced for information purposes for institutional investors or market professionals, it is not a 

financial analysis within the meaning of § 34b or § 31 of the German Securities Trading Act (Wertpapierhandelsgesetz), no 

investment advice or recommendation to buy financial instruments. The message does not claim completeness regarding the 

information on the developments referred to in it. On no account should it be regarded as a substitute for the recipient’s 

procuring information for himself or exercising his own judgements. The message may include certain descriptions, state-

ments, estimates, and conclusions underlining potential development based on assumptions, which may turn out to be 

incorrect. Berenberg and/or its employees accept no liability whatsoever for any direct or consequential loss or damages of 

any kind arising out of the use of this message or any part of its content. -- For full economics reports please visit our 

website or contact capitalmarkets@berenberg.de.  
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